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E.O. 11652: N/A 

TAGS: UNCTAD.ETRD.BG 

SUBJECT: BDG VIEWS ON UNCTAD RAW JUTE STABILIZATION PROPOSAL 

REF: STATE 131760 

SUMMARY. MINISTER FOR JUTE SHAFIUL AZAM TOLD AMBASSADOR 
DURING CALL JUNE 30 THAT BANGLADESH IS SKEPTICAL ABOUT THE 
UNCTAD SECRETARIAT S DRAFT RAW JUTE STABILIZATION PROPOSAL. 

HE SAID STABILIZATION IS NOT AN IMMEDIATE ISSUE. IN VIEW OF 
CURRENT SHORTAGES, BUT IN THE LONG RUN BANGLADESH IS IN- 
TERESTED IN BUILDING UP DOMESTIC STOCKS TO STABILIZE PRICES 
AND WANTS FOREIGN AID TO FINANCE STOCKS. AT PRESENT BDG 
IS KEENLY INTERESTED IN AID FROM CONSUMER NATIONS FOR JUTE 
RESEARCH AND DEVELOPMENT AND FOR MARKET PROMOTION. EMBASSY 
SHARES DEPARTMENT S VIEWS THAT UNCTAD DRAFT SCHEME IS IM- 
PRACTICAL. AZAM'S COMMENTS INDICATE BDG MAY NOT SUPPORT 
IT. END SUMMARY. 

1 . IN RESPONSE TO THE AMBASSADOR'S QUESTION ABOUT THE 
BDG'S VIEWS ON THE DRAFT UNCTAD SECRETARIAT PROPOSAL FOR 
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AN INTERNATIONAL RAW JUTE STABILIZATION SCHEME, AZAM SAID 
BANGLADESH HAS LONG BEEN INTERESTED IN RAW JUTE STABILI- 
ZATION. BUT SINCE SUPPLIES HAVE BEEN SHORT AND PRICES 
HIGH IN RECENT YEARS THE PROBLEM OF STABILIZATION IS 
NOT OF IMMEDIATE IMPORTANCE. 

2. HE SAID THE BDG IS STUDYING THE UNCTAD SCHEME FOR A 
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750,000-BALE STABILIZATION RESERVE THAT WOULD BE INTER- 
NATIONALLY MANAGED AND FINANCED. BUT SINCE BANGLADESH 
IS THE WORLD'S LARGEST SUPPLIER OF RAW JUTE, THE BDG HAS 
DOUBTS ABOUT SUBMITTING TO AN INTERNATIONAL SCHEME THAT 
WOULD ENTAIL SUPERVISION AND CONTROL BY OTHERS. THE 
BDG WOULD PREFER A DOMESTIC BUFFER STOCK THAT IT WOULD 
CONTROL ITSELF. 

3. IN RESPONSE TO THE AMBASSADOR'S OBSERVATION THAT 
THE RAW JUTE STOCK TO BE HELD UNDER THE UNCTAD SCHEME 
WOULD NOT BE AVAILABLE TO BANGLADESH’S JUTE MILLS IN 
TIMES OF NEED SINCE IT WOULD BE DESIGNED ONLY FOR EXPORT 
AT TIMES OF HIGH PRICES, AZAM SAID HE THOUGHT THIS WAS 
ANOTHER DISADVANTAGE OF THE UNCTAD SCHEME. 

4. HOWEVER, IN THE LONG RUN, AZAM SAID, WHEN BANGLA- 
DESH REALIZES ITS GOAL OF INCREASING JUTE PROJECTION 

TO NINE MILLION BALES, THE PROBLEM OF TEMPORARY EXCESS 
SUPPLY COULD REAPPEAR AND IT WOULD BE DESIRABLE FOR 
BANGLADESH TO ACQUIRE A DOMESTIC RESERVE FOR STABILIZA- 
TION PURPOSES. FINANCING SUCH A STOCK WOULD BE A PROB- 
LEM, GIVEN BANGLADESH’S VERY LIMITED RESOURCES, AND THE 
BDG WOULD LIKE INTERNATIONAL ASSISTANCE, PERHAPS IN THE 
FORM OF A REVOLVING CREDIT. HE SAID HE THOUGHT THE IMF 
BUFFER STOCK CREDIT FACILITY WOULD NOT BE AVAILABLE TO 
BANGLADESH FOR THAT PURPOSE. AZAM ALSO MENTIONED, IN 
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THIS CONNECTION, THE NORTH-SOUTH DIALOGUE, DECLINING TERMS 
OF TRADE FOR RAW MATERIAL PRODUCERS AND THE NEEDS FOR 
ASSISTANCE IN THE COMMODITY FIELD FROM THE INDUSTRIAL 
NATIONS. 

5. THE AMBASSADOR OBSERVED THAT THE U.S. WAS INTERESTED 
IN IMPROVING WORLD COMMODITY TRADE AND IN CASES WHERE IT 
WAS PRACTICAL, COMMODITY STABILIZATION. NEVERTHELESS 
THE U.S. BELIEVES IN EXAMINING COMMODITIES ON A CASE-BY- 
CASE BASIS AND IT HAS QUESTIONS ABOUT THE FEASIBILITY OF 
RAW JUTE STABILIZATION; IN ANY CASE THE FUTURE OF JUTE 
REQUIRES MAINTAINING COMPETITIVE PRICES. HE SUGGESTED, 

AS AN ALTERNATIVE TO A BUFFER STOCK FOR PRICE STABILIZA- 
TION PURPOSES, MORE ACCURATE CROP PLANNING AND FORECAST- 
ING. 

6. AZAM SAID THAT IN ADDITION TO ITS GENERAL INTEREST 
IN STABILIZATION, BANGLADESH IS KEENLY INTERESTED IN 
IMPROVING THE MARKET FOR JUTE AND JUTE GOODS THROUGH 
MORE INTENSIVE RESEARCH AND DEVELOPMENT. HE THOUGHT 
MANY NEW USES FOR JUTE COULD BE DEVELOPED; FOR EXAMPLE, 
BUILDING INSULATION AND JUTE/PLASTIC PRODUCTS. BUT 
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BANGLADESH NEEDS TECHNICAL AND FINANCIAL ASSISTANCE 
FOR THIS FROM CONSUMER NATIONS. MARKET PROMOTION WAS 
ANOTHER AREA IN WHICH CONSUMER NATIONS COULD HELP, HE 
SAID. 
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7. TURNING TO THE CURRENT JUTE SITUATION IN BANGLADESH. 
AZAM PREDICTED A SEVEN MILLION- BALE CROP THIS YEAR, 
THANKS TO THE SUCCESS OF THE GOVERNMENT'S JUTE 
INTENSIFICATION SCHEME WHICH NOW COVERS ALMOST A MILLION 
ACRES. HE SAID THAT WITH LINE SOWING, PROPER WEEDING, 
FERTILIZER AND HIGH YIELD SEEDS, PRODUCTION CAN BE 
INCREASED FROM THREE TO 4-5 BALES AN ACRE. EVENTUALLY 
PRODUCTION COULD REACH NINE MILLION BALES WITHOUT ADDI- 
TIONAL ACREAGE. 

8. SHAFIUL AZAM IS THE BDG'S MOST SENIOR AND INFLU- 
ENTIAL OFFICIAL IN THE JUTE SECTOR. HIS SKEPTICAL 
COMMENTS ABOUT THE UNCTAD SCHEME SUGGEST THAT THE BDG 
IS NOT YET PREPARED TO SUBMIT TO AN INTERNATIONAL REGIME 
FOR RAW JUTE AND THAT WHAT IT REALLY WANTS IN FINANCIAL 
ASSISTANCE FOR A DOMESTIC BUFFER STOCK, WHEN AND IF THIS 
IS NEEDED. EMBASSY SHARES DEPARTMENT'S DOUBTS THAT THE 
UNCTAD PROPOSAL COULD WORK. EVEN IF THERE WERE AN EXCESS 
SUPPLY OF RAW JUTE THAT WOULD MAKE POSSIBLE ACQUISITION 
OF A BUFFER STOCK, A WORKABLE SYSTEM THAT WOULD BE 
ACCEPTABLE TO THE BDG WOULD HAVE TO BE INTEGRATED WITH 
LIMITED OFFICIAL USE 
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RESERVES FOR BANGLADESH'S JUTE INDUSTRY WHOSE NEED FOR 
JUTE HAS FIRST PRIORITY. AZAM'S PREDICTION OF A SEVEN 
MILLION-BALE CROP THIS YEAR IS QUITE OPTIMISTIC. OUR 
GUESS IS THAT THE CROP WILL BE CLOSER TO SIX MILLION 
BALES, BUT SINCE THE BDG HAS NO SYSTEM OF ACCURATE PLAN- 
NING AND FORECASTING JUTE HARVESTS OR MEASURING ACREAGE, 
ALL ESTIMATES ARE SPECULATIVE. THE LACK OF SUCH A SYSTEM 
IS ONE REASON FOR THE DISORDER AND UNCERTAINTY IN THE RAW 
JUTE MARKET IN RECENT YEARS. 

SCHNEIDER 
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